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FEDERAL HOME LOAN BANK BOARD
In order to clarify any confusion created by an earlier article regarding loss
deferral and amortization rules for S&Ls from the Board (see the Wash. Rpt.,
1/18/82), we have reprinted the summary offered by the Board in its release
published in the 1/20/82 Fed. Reg., pp. 2857-59. '"The Federal Home Loan Bank
Board is amending its regulations to clarify that an institution that has elected
to defer gains and losses pursuant to 12CFR 563c. 14 and that purchases or other
wise acquires a long-term, deep-discount mortgage loan, mortgage-related security
or debt security within six months prior or subsequent to the sale at a loss of
a mortgage loan or qualifying security, must amortize the discount using the
same amortization method and period used to amortize the matching loss resulting
from the sale. The amendments make clear that the authority to defer and amortize
gains and losses may not be used as an accounting mechanism to artificially in
flate an institution’s earnings. Comments on these amendments will be accepted
for sixty days, through March 5, 1982."
INTERSTATE COMMERCE COMMISSION
Generally accepted accounting principles relating to the disclosure of certain long
term obligations have been adopted as final regulations by the ICC (see the
1/29/82 Fed. Reg., pp. 4265-66). The final rules include commitments under uncon
ditional purchase obligations that are associated with suppliers' financial ar
rangements and future payments on long term borrowings and redeemable stock. The
disclosure requirements are detailed in FASB Statement No. 47, Disclosure of LongTerm Obligations. The rule is effective for reporting years beginning after
1/1/81. For additional information contact Wayne Howard at 202/275-7448.
OFFICE OF MANAGEMENT AND BUDGET
Cognizant audit agency guidelines, under the Office of Management and Budget's
Circular A-102, Attachment P, have been printed and are available. The
guidelines were developed and approved by the Federal Inspectors General and
sponsored and approved by the Joint Financial Management Improvement Program.
QMB, in response to a Presidential directive that federal departments and
agencies improve their audit coordination and increase their reliance on audits
by state and local governments, issued Circular A-102, Attachment P on 10/22/79.
The recently available guidelines do not establish new policies or modify existing
policies. Instead, they provide guidelines for uniformly carrying out the re
sponsibilities contained in paragraphs 14 and 15 of Attachment P, QMB Circular
A-102. Copies of the guidelines are available from the AICPA by calling 202/
872-8190, ext. 47, and requesting Guidelines A-102.

OFFICE OF MANAGEMENT AND BUDGET
An additional segment of the draft Federal Acquisition Regulation is available for
comment, according to a recent release from the 0MB Office of Federal Procure
ment Policy (see the 2/2/82 Fed. Reg., pp. 4713-14). This segment deals with
contract termination forms and formats. Comments are requested by 3/19/82. For
additional information contact William Maraist at 202/395-3300.

SECURITIES AND EXCHANGE COMMISSION
Valuation of debt instruments, the calculation of current net asset value per
share and the computation of current price per share by certain registered
open-end investment companies (money market fund) were the subjects of a re
cently proposed rule from the Commission (see SEC release No. IC-12206). The
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tions, either: to value portfolio instruments by use of the amortized cost valua
tion method; or, to compute current price per share by rounding the net asset
value per share to the nearest cent, based on a share value of one dollar. The
rule would eliminate the need for money market funds to apply for, and the Commission issue, individual orders of exemption to permit use of those valuation or
pricing methods. Comments on the proposal are requested by 4/5/82. For additional
information contact Cathy Douglas at 202/272-2024.
Definitions of "Small Business" and "Small Organization" were recently adopted by
the Commission to be used in connection with future rulemaking proceedings (see
the 2/4/82 Fed, Reg., pp. 5215-23). The definitions were adopted specifically
for purposes of the Regulatory Flexibility Act, which requires the Commission
to consider the impact of its regulations on small entities. The definitions
will also be used in rulemaking under six other major Acts governing the securities
industry. The definitions are effective 3/8/82. For additional information con
tact Ann Stansbury at 202/272-2427.
The SEC's present deregulatory efforts, begun under the prior chairmanships of
William Casey, Ray Garrett, Rod Hills and Harold Williams, have five current
objectives, according to SEC Chairman John S.R. Shad in a recent appearance
before the Securities Regulation Institute in San Diego, CA. The objectives
are to: withdraw outmoded and redundant regulations; improve the clarity and
reduce the burden of public disclosures by simplifying the regulations; place
greater reliance on the self-regulatory organizations— the stock exchanges,
the NASD, the FASB, the AICPA and others; coordinate and eliminate conflicts
between regulatory authorities; and, assist Congress in legislative reform. In
the area of accounting self-regulation, Chairman Shad stated that "...by the
end of this year, the AICPA’s peer review program will be on a full scale, three
year inspection cycle. Peer review, which test accounting firms' quality con
trols, have increased from 50 in 1980 to 200 scheduled for this year."
No further action to require disclosure of a statement of management on internal
accounting control in annual reports to stockholders or filings with the SEC
will be taken by the Commission, according to a recent interpretive release
(see the 2/4/82 Fed. Reg., p. 5215). In reaching its decision, the Commission
considered the significant private sector initiatives in this area, including
the increased number of management reports included in annual reports of large
companies. The effective date of the release is 1/28/82. For additional infor
mation contact David Martin at 202/272-2130.
Relationships Between Registrants and Independent Accountants is the title of
an SEC final rule which relates to recent Ccnmission action to rescind ASR 250
and not reinstate ASR 264 (see the 2/5/82 Fed. Reg., pp. 5404-6). The final
rule notice contains a summary of the SEC action, a discussion, an analysis and a
conclusion. The notice states that proxy statements furnished to security
holders on or after 2/28/82 are not required to include the disclosure previously
required by Item 8(g) of the proxy rules.
TREASURY, DEPARTMENT OF
A statutory provision concerning the deduction of charitable contributions of
inventory and other property by corporations has been adopted by the IRS (see
the 2/1/82 Fed. Reg., pp. 4508-13). Required under the final regulations is
a reduction of the amount of the allowable deduction for a qualified charitable
contribution by an amount equal to one half of the amount of gain, which would
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not have been long term capital gain if the property had been sold by the tax
payer at fair market value at the date of contribution. A second reduction is
permitted if the amount of the remaining allowable deduction is more than twice
the basis of the contributed property. The final regulations also provide rules
for determining the basis of contributed property which is inventory. The basis
must be determined under the donor's method of accounting for inventory. The
rules are effective with respect to qualified contributions made after 10/4/76.
For additional information contact Charles Saverude at 202/566-3323.
A proposal concerning the use of specially valued property in a decedent's estate
to satisfy a pecuniary bequest has been withdrawn by the IRS (see the 2/2/82
Fed, Reg., p. 4681). At the same time, the IRS adopted a portion of the proposal
which deletes the temporary regulations relating to carryover basis under Code
section 1023. According to the IRS, although sec. 1023 has been repealed, its
provisions and the temporary regulations being removed continue to apply in the
case of a special election for property acquired from a decedent who died after
12/31/76 and before 11/7/78. The rule is effective as of 2/2/82. For additional
information contact Stephen Small at 202/566-3238.
Cost-of-living adjustments to dollar limitations on benefits and contributions
under qualified pension, profit-sharing and stock bonus plans have been an
nounced by the IRS, according to a recent IRS press release,IR-82-18. Dollar
limitations on benefits and contributions under these plans are set by Code
section 415, which also provides for annual cost-of-living adjustments. Effec
tive 1/1/82, the maximum limitation for the annual benefit for defined benefit
plans is $136,425. The maximum limitation for the annual addition to defined
contribution plans is $45, 475.
According to the IRS, administrators of defined
benefit or defined contribution plans that have received favorable determination
letters need not request new determination letters solely because of yearly
amendments to adjust maximum limitations in the plans. For additional informa
tion contact the IRS Public Affairs Division at 202/566-4024.
Disagreement between the Administration and the Senate Banking Committee Chairman
Jake G a m (R-UT) on ways to assist the Nation's ailing financial institutions
continued during a hearing of the Banking Committee's Subcommittee on Securities
in Washington, D.C., on 2/4/82. Secretary of the Treasury Donald T. Regan sug
gested that Sen. G a m ' s bill, S. 1720, be modified to allow registered commercial
bank holding companies to establish subsidiaries that would compete with all non
depository financial institutions. Regan's proposal, he stressed, was not limited
to bank securities activities carried out by bank affiliates, but visualized a
number of financial activities not now available to them. SEC Chairman John Shad
testified in support of the Treasury proposal and also presented a five-point
program designed, according to the Commission, to bring about comprehensive sim
plification and rationalization of the systems under which the financial service
industries are regulated. Additional hearings by the Securities Subcommittee
on the Treasury proposal are scheduled for 2/9-10/82 and 2/12/82.
SPECIAL:

LEGISLATION INTRODUCED TO EXTEND AND DOUBLE ALL-SAVERS BENEFITS

A measure intended to make the all-savers certificates permanent and to double the
amount of tax-exempt interest was introduced on 2/2/82 by Sen. Dennis DeConcini
(D-AZ). S. 2053 would continue to identify the all-savers program, which is
scheduled to end 12/31/82, and would increase the amount of tax-exempt annual
interest to $2,000 for individual filers and $4,000 for joint filers. According
to Sen. DeConcini, "All-savers certificates have two basic goals: to encourage
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savings and to boost the hone building industry." The sale of all-savers certi
ficates by depository institutions, authorized by the enactment of the Economic
Recovery Tax Act of 1981 on 10/1/81, has generated at least $35 billion in new
savings accounts since the program’s inception. The housing industry has not
been as fortunate. Sen. DeConcini admitted that all-savers certificates will not
solve the "many problems" that high interest rates have created in the economy,
but the certificates "will at least put more money at the disposal of mortgage
lending, thus enabling the American consumer to purchase a home."

SPECIAL:

HOUSE LIKELY TO REFUSE CONFERENCE ON H.R. 4717; NEW HEARINGS TO BE HELD

Congressional enactment of H.R. 4717, a bill dealing with a delay in LIFO re
capture, reimbursement of accountant's and attorney's fees, and information
returns for safe harbor leases will be delayed pending additional action by the
House Ways and Means Committee. The bill, introduced by Rep. Edward Jenkins
(D-GA) on 10/7/81, was amended by the House Committee on Ways and Means and
passed by the House on 12/15/81. The Senate Finance Committee received the
bill and also added amendments. The full Senate passed the bill on 12/16/81.
Instead of the House-Senate conference, which has been requested, H.R. 4717
appears headed for additional House Ways and Means hearings. The chairman of
the Ways and Means Committee, Rep. Dan Rostenkowski (D-IL) is committed to the
proposition that no Senate amendment to a measure of this type, whatever the
merits, be resolved without additional hearings. H.R. 4717 seems likely to be
considered by the Ways and Means Subcommittee on Select Revenue Measures or by
the full Committee.

For additional information, please contact Gina Rosasco, Jim Kovakas,
Nick Nichols or Kathee Baker at 202/872-8190.
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